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Honduran Stand-By Arrangement with the Fund 


The Government of Honduras has entered into a 
stand-by arrangement with the International Monetary 
Fund which authorizes drawings equivalent to $7.5 mil- 
lion from the Fund over the next 12 months. This 
arrangement is intended to support the Honduran Gov- 
ernment in its continuing effort to strengthen the coun- 
try’s foreign payments position, while maintaining the 
freedom and stability of its foreign exchange system. 


The Honduran authorities have adhered to the policies 
of fiscal and monetary restraint which were introduced 
early in 1959, following a period of exceptional strain 
on the country’s international reserves. The lempira 
has retained its convertibility, and the Government has 
made gradual progress with its internal financial program. 
Source: International Monetary Fund, Press Release, 
Washington, D.C., May 1, 1961. 


IBRD Loans to Thailand and Japan 


Loan to Thailand 


The World Bank on April 28 made a third loan, 
equivalent to $22 million, to the State Railway of 
Thailand to assist in the execution of a six-year pro- 
gram to increase the capacity of the railways, improve 
operating efficiency, and reduce operating costs, mainly 
through the addition of more diesel locomotives. The 
loan is for 20 years and bears interest at 5% per cent 
per annum, including the 1 per cent commission which 
is allocated to the Bank’s Special Reserve. Amortization 
will begin on December 1, 1964. The loan is guaranteed 
by the Kingdom of Thailand. 

Thirteen commercial banks are participating in the 
loan, without the World Bank’s guarantee, for a total 
amount of $1,955,000, representing the first four matu- 
rities and part of the fifth, which fall due between 
December 1, 1964 and December 1, 1966. The partici- 
pating banks are The Mitsui Bank, Limited, New York 
Agency; The Chartered Bank, New York Agency; The 
Hongkong and Shanghai Banking Corporation, New 
York Agency; Mercantile Bank, Limited, London; 
Crocker-Anglo National Bank, San Francisco; The 
Bank of Tokyo, Ltd., New York Agency; The Bank of 
Tokyo Trust Company, New York; Bank of America 
National Trust and Savings Association, San Francisco; 
Irving Trust Company, New York; The First National 
City Bank of New York; Girard Trust Corn Exchange 
Bank, Philadelphia; Banque de I’Indochine, Paris; and 
Grace National Bank of New York. 

The total cost of the program is estimated at the 
equivalent of $54.6 million, of which $34.6 million 
will be needed in foreign exchange. The State Railway 





Plans for IDA 

In the course of an address to the Economic and 
Social Council of the United Nations on April 24, 
Mr. Eugene R. Black, President of the World Bank, 


will finance 60 per cent of the total cost from its own 
resources; the balance will be covered by the Bank loan. 

This is the seventh loan made by the Bank in Thai- 
land, and brings the total amount lent there to $128.6 
million. 


Loan to Japan 


On May 2, the World Bank made a loan equivalent 
to $80 million to the Japanese National Railways for 
the new Tokaido Line to link Tokyo with Osaka, via 
Yokohama, Nagoya, and Kyoto. The loan is for 20 years 
and bears interest at 5% per cent per annum, including 
the 1 per cent commission which is allocated to the 
Bank’s Special Reserve. Amortization will begin in 
November 1964. The loan is guaranteed by the Gov- 
ernment of Japan. 


The new railway will provide the fastest train service 
in the world; it will run for 311 miles through the 
industrial heart of Japan parallel to the existing line, 
and will relieve the present heavily overloaded rail and 
road transport facilities. The total cost of building and 
equipping the line is estimated at the equivalent of 
$548 million. The Bank loan will cover about one sev- 
enth of this; the remainder will be met by the Japanese 
National Railways from borrowings in Japan. A start 
has already been made on construction; the first 22 miles 
are scheduled for completion in April 1962, and it is 
planned to begin service over the entire line by the 
spring of 1964. 


Sources: International Bank for Reconstruction and 
Development, Press Releases, Washington, 


D.C., April 28 and May 2, 1961. 





discussed the Bank’s plans for the International Devel- 
opment Association (IDA). Mr. Black said, in part, 
“IDA already has over 45 signatories, with subscrip- 
tions totaling $900 million, and we have a lengthening 
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list of likely IDA projects under investigation. The 
range of these projects is wide, both in geography and 
type. They are located in Asia, the Middle East, Latin 
America, and Africa, and they include water supply, 
irrigation works, road development, port facilities, rural 
electrification, telecommunications, and industrial estates. 
Under its charter, IDA is to support projects which can 
contribute most to the development of the country con- 
cerned, whether or not they are directly productive. 
IDA will finance all the kinds of projects which the 
Bank finances and a broader range as well, including, 
I hope, a number in which other specialized agencies of 
the United Nations will have a direct interest... . . 


“IDA’s charter does not prescribe terms of financing, 
other than to specify that they shall be flexible and 
shall bear less heavily on the balance of payments of 
borrowers than do the terms of conventional loans. 
Although this does not necessarily establish a general 
pattern, we have decided for the first projects to provide 
IDA financing in the form of 50-year development 
credits, free of interest or commitment charge. These 
development credits will be repayable in foreign ex- 
change, thus avoiding the accumulation of large quan- 
tities of local currencies. Amortization will begin after 
a 10-year period of grace, and the credits will carry a 
small service charge, designed to provide IDA with 
income to meet its administrative expenses. I was pleased 
to note that the U.S. Administration wishes to adopt 
similar terms for its bilateral development loans. 


“We believe that IDA’s objectives can best be served 
by limiting the availability of IDA funds to countries 
which, for reasons beyond their control, are not able to 
finance a satisfactory rate of development with their own 
resources plus conventional financing. Thus, 'DA bor- 
rowers can be expected to include not only countries 
whose foreign exchange situation is such that they can- 
not borrow abroad at all on conventional terms, but 
also those whose foreign debt service burden over the 
short and medium term is already so high that they 
cannot prudently borrow, on conventional terms, all of 
the external capital which they require to carry out their 
priority programs. It is already clear that the needs of 
these potential borrowers for development credits of 
the type which IDA can provide are far greater than 
can be satisfied with IDA’s present resources. I am 
hopeful that in due course the obvious need, and IDA’s 
record of performance, will together justify a substantial 
increase in IDA’s financing capacities. I would hope, 
too, that countries contemplating an expansion of their 
aid programs may see fit to channel a part of the addi- 
tional funds through IDA. Such a pooling of resources, 


I am convinced, is by far the most effective and satis- 

factory means of coordinating development aid.” 

Source: International Bank for Reconstruction and 
Development, Press Release, Washington, 
D.C., April 24, 1961. 


Europe 


The Chancellor of the Exchequer, Mr. Selwyn Lloyd, 
in introducing the budget of the United Kingdom for 
the 12 months to March 1962, said that the rise in 
personal consumption which appeared likely in the com- 
ing months must be restrained. He hoped that increased 
savings would play an important role, as they had 
in 1960, in achieving this; but he stressed that the 
broad effect of the budget must be to counter inflation 
and that there must be a larger “above-the-line” surplus, 
together with a smaller over-all deficit, in 1961-62 than 
in 1960-61. All existing encouragements to investment 
must be maintained, and over-all domestic demand must 
be moderated so as to leave room for increased exports. 
The Chancellor also outlined changes in the existing tax 
structure designed to improve the methods of regulating 
the economy and to provide additional incentives. He 
stressed that all these measures were based on the 
principle of maintaining confidence in the pound sterling 
both at home and abroad. 


Discussing methods of regulating economic activity, 
the Chancellor observed that monetary techniques have 
some disadvantages. The same level of bank rate is not 
always appropriate for both domestic and international 
purposes; and hire-purchase controls, although they 
have had prompt and substantial results, lean heavily 
on a few industries. Mr. Lloyd said that the budget 
should be the chief instrument of economic policy and 
that, although no monetary technique should be dis- 
pensed with, the United Kingdom needed further meth- 
ods of stimulating or restricting the economy which 
could be brought into operation quickly at any time of 
the year and have a reasonably rapid and widespread 
effect. The Chancellor proposed two such measures: 
a special surcharge or a special rebate (neither to exceed 
10 per cent) to be applied to all the main customs and 
excise revenue duties and to the purchase tax; and a 
surcharge on employers, similar to a payroll tax, subject 
to an upper limit of 4 shillings a week for each employee. 
Both measures would be applicable by statutory instru- 
ment at any time of the year and would be subject to 
Parliamentary confirmation by affirmative resolution. 
At the maximum rate, each of these measures would 
affect purchasing power by £200 million in a full year. 
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The surcharge would have the advantage of acting as 
an incentive to economize in the use of manpower and 
to invest in labor-saving equipment. 


Turning to the budget prospects for 1961-62, the 
Chancellor said that the total “above-the-line” expendi- 
ture was estimated at £6,002 million, about £215 mil- 
lion higher than actual expenditure in 1960-61. Defense 
expenditure would rise by £60 million (4 per cent), 
and civil expenditure by £155 million (4 per cent), 
partly due to higher rates of pay for government em- 
ployees. At existing rates of tax, total revenue was 
expected to rise by £506 million, to £6,440 million. 
On this basis, the surplus above the line would be 
£438 million, compared with an actual surplus of 
£147 million in 1960-61. 


Net “below-the-line” expenditure in 1961-62 was 
estimated at £575 million, £34 million higher than in 
1960-61. Net issues to the nationalized industries were 
expected to decline by £37 million, to £385 million, 
largely because of a reduction in loans to the British 
Transport Commission. Net issues to other public 
bodies and to private industry are expected to rise by 
£43 million, and loans for overseas assistance by 
£30 million. 


Mr. Lloyd proposed a number of relatively minor 
changes in the tax structure—which in total would cost 
the Exchequer £13.5 million in 1961-62—and one 
major concession, an increase in the level above which 
surtax is paid on earned incomes, which would cost £58 
million in 1962-63 and £83 million in a full year. In 
order to cover these concessions, and achieve an above- 
the-line surplus of £500 million, Mr. Lloyd proposed a 
duty of 10 per cent on charges for TV commercials, an 
increase of 20 per cent in motorcar license fees (with 
comparable increases for other vehicles), an increased 
duty on hydrocarbon oil, and an increase in the profits 
tax, by 2% per cent, to 15 per cent. These would bring 
the over-all deficit to £69 million, which could easily be 
financed by National Savings and other forms of non- 
marketable debt. The authorities do not expect to be 
seeking new money from the gilt-edged market in 
1961-62, and the budget proposals would give additional 
room for maneuver in monetary policy. Mr. Lloyd con- 
cluded that “our firm intention to keep our financial 
house in order will be clearly demonstrated.” 


Sources: The Times, February 16, 1961, The Financial 
Times, April 18, 1961, and Government Ex- 
penditure Below the Line (Cmnd. 1338), 
April 1961, London, England. 


Investment Reserves in Norway 


In his recent report on fiscal proposals, the Norwegian 
Minister of Finance states that facilities are to be pro- 
vided under which companies will be able to obtain tax 
relief for investment reserve accounts at the Bank of 
Norway. The funds deposited will be frozen for a period 
not exceeding five years but may be released by the 
Government at any time during this period. When 
released, they will be used toward future investment in 
plant and machinery. To the extent that the value of 
such investment exceeds the amount deposited, it will 
be subject to normal depreciation. 


Such a scheme had been in force in the period 1950- 
56. By reintroducing it, the Government hopes to ensure 
that capital investment will be postponed until such 
time as it is necessary to increase demand. 


Source: Aftenposten, Oslo, Norway, March 28, 1961. 


German Credit Measures 


On April 20, 1961, the Central Bank Council of the 
Deutsche Bundesbank took further action to curb the 
continuing inflow of foreign funds. From May 1, 1961, 
reserve requirements on foreign-owned deposits with 
German banks were raised to the legal maxima, i.e., to 
30 per cent on sight deposits, 20 per cent on time 
deposits, and 10 per cent on savings deposits. Previ- 
ously, these rates had been applied only to the incre- 
ments in such deposits since November 30, 1959. For 
the purpose of establishing the reserve holdings required, 
the banks may, however, in future deduct their foreign 
deposits and money market investments from the total 
of foreign-owned deposits held with them. With effect 
from April 26, 1961, the Bundesbank has also reduced 
the selling rates for money market paper by a further 
Ys of 1 per cent. This move, the eighth of its kind since 
the beginning of the year, brings these rates down to 
between 2% per cent and 3 per cent, from 3% per 
cent to 4% per cent at the end of 1960. (See also this 
News Survey, Vol. XIII, p. 74.) 


Sources: Die Welt, Hamburg, Germany, April 21 and 
25, 1961; Deutsche Bundesbank, A usziige aus 
Presseartikeln, Frankfurt am Main, Germany, 


April 24 and 28, 1961. 


Cash Reserve Requirements in the Netherlands 

With the intention of further reducing the liquidity of 
the banking system, the part of total deposits which 
private banks have to keep, interest free, with the 
Netherlands Bank has been increased to 10 per cent 
from April 22, 1961. Similar increases, from 7 per 
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cent to 8 per cent and from 8 per cent to 9 per cent, 
respectively, went into force on July 22, 1960 and Janu- 
ary 23, 1961 (see this News Survey, Vol. XIII, p. 52). 


Source: 


Nieuwe Rotterdamse Courant, Rotterdam, 


Netherlands, April 21, 1961. 


Spanish Repayment to IMF 


The Spanish Government has repaid to the Inter- 
national Monetary Fund $15.4 million and £2 million, 
thus completing ahead of schedule the repayment of 
the equivalent of $50 million obtained from the Fund in 
August 1959 in connection with the comprehensive 
program of internal and external stabilization measures 
introduced at that time. (See also this News Survey, 
Vol. XIII, p. 116.) 

Source: International Monetary Fund, Press Release, 
Washington, D.C., May 1, 1961. 


Russian Gold Sales 


For the first time in about six months, the State Bank 
of the U.S.S.R. has sold gold to central banks in West- 
ern Europe, mainly to the Bank of France. Two 
shipments of gold (valued at approximately $11.8 mil- 
lion) were made to Paris during the first week of April, 
presumably for use in repaying the U.S.S.R.’s trade 
debts to France. (Following an agreement concluded on 
April 10, 1960, payments between France and the 
U.S.S.R. are no longer settled by means of bilateral 
clearing, but on a multilateral basis in convertible cur- 
rencies or gold.) It would appear that within a few 
weeks total sales of gold by the U.S.S.R. in Western 
Europe have amounted to about 2.24 million ounces, 
compared with sales of 3.04 million ounces to Britain 
in 1960 and 7.29 million ounces in 1959. Since the 
U.S.S.R. is importing considerably more from Western 
Europe than in the two previous years, and, in addition, 
has made substantial purchases on a number of western 
raw materials markets, it is expected that additional 
gold may be sold in Western Europe this year. 

The Russian offers are placed, through a number of 
gold dealers, with Western European central banks, 
and the sales therefore do not affect conditions on the 
London gold market, where turnover has remained 
small and prices stable. A small shipment of Russian 
gold which arrived in London recently was absorbed 
outside the market. Though a number of central banks 
are known to be looking for gold, they do not seem to 
have been operating in the London market and could 
thus easily absorb anything the Russians wish to sell. 


Early in April, there was a fair amount of private 
selling in the London market by holders who had estab- 
lished bull positions in the autumn of 1960. 


Sources: 


The Guardian, Manchester, England, April 8, 
1961; Neue Ziircher Zeitung, Ziirich, Switzer- 
land, April 10 and 12, 1961 


Middle East 


Agricultural Production in lraq 

The output of major crops in Iraq is expected to rise 
sharply in the current year. Production of wheat and 
barley is estimated at 875,000 tons and 950,000 tons, 
respectively, compared with 600,000 tons and 800,000 
tons in 1959-60. It is expected that the country’s wheat 
requirements will this year be satisfied from internal 
production and that Iraq will be able to export substan- 
tial amounts of barley for the first time since 1958. 


Source: Middle East Economic Digest, London, Eng- 
land, April 21, 1961. 


Economic Conditions in the United Arab Republic 

A survey of economic conditions in the United Arab 
Republic, prepared in connection with the presentation 
of the budgets for the fiscal year beginning July 1, 1961, 
estimates the national income in 1960 at LE 1,570 mil- 
lion—LE 1,300 million in the Egyptian Region and 
LE 270 million in the Syrian Region. The average per 
capita national income is put at LE 52 ($148). A new 
five-year development plan, in effect since July 1, 1960, 
aims at increasing national income by 40 per cent. 

Industrial production in the Egyptian Region in- 
creased from LE 314 million in 1952 to LE 559 million 
in 1959 and LE 656 million in 1960; it is now meeting 
all local requirements of some items and developing 
exportable surpluses of others. Increases in industrial 
production were also recorded in the Syrian Region: 
compared with 1959, production in 1960 (in quantita- 
tive terms) was higher by 16 per cent for cotton yarn, 
3 per cent for cotton and silk textiles, 14 per cent for 
sugar, and 16 per cent for electric power. 


Preliminary estimates of the cash value of agricultur- 
al production in the Egyptian Region show an increase 
from LE 537 million in 1959 to LE 563 million in 1960. 
In the Syrian Region, however, agricultural production 
suffered from the third consecutive year of drought, 
and there was a further decline in output of cereals. 
There was, however, an increase of about 5 per cent in 
the production of cotton, as the latter is cultivated 
largely on irrigated land. One of the principal aims of 
the new development plan for the Syrian Region is to 
reduce dependence on rainfall by an expansion of irri- 
gated acreage. The redistribution of land continued 
according to plan under the land reform programs in 
both Regions. About 90 per cent of the land subject to 
transfer (approximately 448,000 acres) has already 
been redistributed in the Egyptian Region. 


The foreign trade deficit of the Egyptian Region was 
reduced from LE 60 million in 1959 to LE 33 million 
in 1960. Exports rose by LE 38 million in 1960, while 
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imports increased by only LE 11 million. Raw cotton 
accounted for LE 24 million of the increase in exports, 
cotton yarn and textiles for LE 5 million, and rice for 
LE 9 million. The foreign trade deficit of the Syrian 
Region rose from LS 285 million in 1959 to LS 439 mil- 
lion in 1960, imports having increased and exports 
slightly declined. While the basic cause was the pro- 
longed drought, a significant influence was exerted by 
the rising level of imports of capital goods and raw mate- 
rials needed for the development program and indus- 
trialization. The trade deficits in both Regions were 
offset in part by increased receipts from invisibles, such 
as tourism, Suez Canal dues in the Egyptian Region, and 
oil pipeline transit dues in the Syrian Region. 

The exchange of goods between the two Regions 
expanded further in 1959 and 1960, reaching levels 
exceeding ten times the average level of trade in the 
decade preceding the establishment of the United Arab 
Republic. Most of the goods exchanged between the 
two Regions are exempt from licensing and from cus- 
toms duties and other charges. Since the establishment 
of the Union, the Egyptian Region has provided dona- 
tions and loans amounting to LE 10 million in the form 
of contributions to the various budgets of the Syrian 
Region. An additional amount of LE 6 million is 
budgeted for fiscal 1961-62. Recent moves toward 
further economic integration include a decision that the 
Egyptian Region will import from the Syrian Region 
surplus crops, such as tobacco, while Syrian require- 
ments of iron and certain industrial goods will be im- 
ported from the Egyptian Region. Pending unification 
of trade and payments agreements between the two 
Regions and other countries, steps are being taken to 
make it possible for the Syrian Region to import its 
requirements from countries that currently provide 
credit facilities to the Egyptian Region through trade 
and payments agreements. 


Source: Al Ahram, Cairo, Egypt, April 12, 1961. 


Far East and Australasia 


Indian Refinance Corporation 


During 1960, the Refinance Corporation for Industry 
(Private) Ltd., of India, introduced certain liberalizing 
changes in its scheme of refinance. These include the 
following: (1) extending refinance facilities to 43 more 
banks (in addition to the 15 banks who are shareholders 
in the Corporation), to 14 State Financial Corporations, 
and to 3 selected State Cooperative Banks; (2) remov- 
ing the requirement of a spread of 142 per cent between 
the rate of interest which borrowers pay to the Corpo- 
ration (at present S per cent per annum) and the rate 
at which they lend to industrial concerns; and (3) ex- 
tending eligibility for refinance loans beyond the indus- 


tries listed for development in the private sector in the 
Second and subsequent Five Year Plans. The Corpo- 
ration will also entertain applications in exceptional 
cases in respect of industrial concerns whose paid-up 
capital and reserves exceed Rs 25 million, and for loans 
for periods up to ten years (normally, the period of the 
loans to be refinanced by the Corporation is between 
three and seven years). 

As during 1960 stringent conditions prevailed in the 
Indian money market, the Corporation experienced a 
significant increase in business. It received 25 applica- 
tions for refinance for a total of Rs 46 million from 
8 banks (compared with 13 applications for a total of 
Rs 22.3 million from 3 banks during 1959); it sanc- 
tioned 14 applications for Rs 17.5 million and rejected 
2 applications involving Rs 4.5 million; and it disbursed 
Rs 14.1 million in respect of 12 loans to 5 banks. 


Out of 45 applications for refinance, involving 
Rs 88 million, received by the Corporation between its 
inception in June 1958 and the end of 1960, the Corpo- 
ration sanctioned 33 for Rs 57.8 million. The largest 
amounts were for the mechanical engineering industry 
(Rs 11 million), cotton textiles (Rs 8.2 million), ferro- 
manganese (Rs 7 million), cement (Rs 5 million), 
sugar manufacturing (Rs 4.9 million), and electrical 
engineering (Rs 6.8 million). Disbursements were 
Rs 22.6 million, of which Rs 21.6 million was outstand- 
ing at the end of the year. The largest amounts were 
for the ferromanganese industry (Rs 7 million) and 
electrical engineering and cotton textiles (Rs 4 million 
each). 

The borrowings of the Corporation from the Govern- 
ment of India and the rate of interest thereon were 
the same as in 1959, Rs 50 million at 1% per cent per 
annum. During the year, its surplus funds, previously 
kept as short-term deposits with banks, were withdrawn 
and invested in government securities. 

Source: Reserve Bank of India, Jndian News Digest, 
Bombay, India, April 1, 1961. 


Singapore's Four-Year Development Plan 

The four-year development plan of the Government 
of Singapore (see this News Survey, Vol. XIII, p. 39) 
aims at increasing the rate of capital formation from 
11 per cent to 20 per cent, and thus extending employ- 
ment opportunities through industrialization. By the 
end of 1964, the Government hopes to create 40,000 new 
jobs—8,000 in the public service, 12,000 in construc- 
tion work, and the rest from the natural growth of the 
economy. Health, education, building, public utility, 
road, port, and rural development programs will be 
advanced, and a new industrial site established. 
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The total cost of the plan is estimated at M$871 mil- 
lion (US$290 million), of which M$591 million is 
expected to be met by domestic resources. If the 
objectives of the plan are to be met, an additional 
M$600 million will have to be invested by the private 
sector by 1964. 


Source: The Financial Times, London, England, April 4, 
1961. 


Laotian Budget for 1960-61 


Estimates of receipts and expenditures of the Govern- 
ment of Laos for the fiscal year ending June 30, 1961 
are balanced at K 3,273 million, including foreign aid 
receipts of K 2,251 million. Expenditures for pur- 
poses other than military and police are estimated at 
K 1,382 million (K 1,241 million in 1959-60), of 
which K 360 million will come from foreign aid funds. 


Source: Royaume du Laos, Budget de I’Etat, 1960-61, 
Luang-Prabang, Laos, October 10, 1960. 


New Zealand Government Loan 


Toward the £NZ 10 million Cash Loan launched in 
New Zealand on February 1 (see this News Survey, 
Vol. XIII, p. 47), a total of £NZ 13.7 million has been 
subscribed. Subscriptions by companies accounted for 
£NZ 7.5 million of this total, private investors sub- 
scribed £NZ 4.8 million, and the remainder was taken 
up by clubs, incorporated societies, and joint holders. 
The Minister of Finance, the Hon. H.R. Lake, com- 
mented that, if the success of a loan is judged by the 
amount oversubscribed and the number of people in- 
vesting, the 1961 loan ranks as the most successful in 
the last ten years. 


Source: Reserve Bank of New Zealand, New Zealand 


News Review, New Zealand, 
March 24, 1961. 


Wellington, 


Western Hemisphere 


U.S. Production, Employment, and Personal Income 


= 


Following a 7 per cent decline from July 1959 to 
January 1960, the index of U.S. industrial production in 
March was unchanged from the February figure of 
102 per cent of the 1957 average, although many 
industries showed small increases. The output of con- 
sumer goods and of raw materials rose somewhat, but 
production of business 
slightly. 


equipment again declined 

March employment in nonfarm establishments, after 
seasonal adjustment, was little different from that in 
February. Hiring declined slightly in the manufacture 
of durables but rose in that of nondurables. Among 
nonmanufacturing industries, gains in employment in 
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state and local governments and construction were off- 
set in part by decreases in some other directions. The 
average factory workweek increased further, but the 
seasonally adjusted rate of unemployment, at 6.9 per 
cent of the labor force, remained at about the December- 
February level. 


Personal income in March totaled $409.6 billion at a 
seasonally adjusted annual rate, an increase of $3.4 bil- 
lion over the previous month. Exclusive of a stepped-up 
rate of National Service Life Insurance dividend pay- 
ments to veterans, the March rise was about $1% bil- 
lion and was centered mainly in wage and salary dis- 
bursements—the first monthly rise in payrolls since 
July 1960. A major part of the payroll increase occurred 
in construction, although there was also some rise in 
manufacturing industry for the first time since last June. 


Sources: Board of Governors of the Federal Reserve 
System, National Summary of Business Condi- 
tions, April 14, 1961, and Department of 
Commerce, Business News Reports, Personal 
Income—March 1961, April 17, 1961, Wash- 
ington, D.C. 


NOTICE 


Supplement to International Financial Statistics 


A Supplement to the 1961-62 issues of /nternational 
Financial Statistics (IFS) has just been published; it con- 
tains annual data for 1937 and 1948-51 and quarterly 
data for 1957-58, comparable with those contained in the 
May 1961 issue of /FS. Users of IFS who have been 
unable to obtain comparable data for earlier dates by 
turning to previous issues of /FS, because existing series 
had been revised and new series introduced, will find 
that this Supplement partially fills their need. 

Each subscriber to /FS will receive a complimentary 
copy of the Supplement. Others may purchase copies 
at $1.50 each 


Balance of Payments Yearbook 


For the convenience of subscribers, the Fund is pre- 
pared to offer Volume 12 of the Balance of Payments 
Yearbook as a bound volume if a sufficient number of 
orders is received. The bound volume will consist of the 
loose-leaf pages issued monthly, June 1960-May 1961, 
and will be priced at $10.00 a copy. 


Orders for the bound volume must be received in the 
Fund by June 1, 1961. If the necessary number of orders 
has not been received by that time, the offer will be 
withdrawn and a notice issued to that effect. The bound 


volume would be delivered in the late summer or 
early fall 


Send orders to 


The Secretary 
International Monetary Fund 
19th and H Streets, N.W Washington 25, D.C. 
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Economic Survey of Latin America 

Since 1958, exports from Latin America have tended 
either to remain static or to expand at a slower rate than 
in previous years. In many countries inflation has 
gathered momentum; elsewhere it has arisen, ousting 
relative price stability. In 1960, however, the economy 
of Latin America as a whole showed signs characteristic 
of a year of recovery. Gross domestic product of the 
Latin American countries as a whole was $63,000 mil- 
lion at 1950 prices, representing an average product of 
$315 per capita. The insignificant rise in the gross prod- 
uct and the fall, in per capita terms, of income and 
available goods and services which occurred in 1959 
were followed by an increase of really substantial pro- 
portions—4.6 per cent—in 1960. These are some of 
the conditions which the Latin American countries faced 
last year, according to the Economic Survey of Latin 
America, 1960, prepared by the UN Economic Com- 
mission for Latin America. Latin American Govern- 
ments, to cope with these problems, resorted chiefly to 
short-term tactics and devices; long-term measures have 
been relatively few and less consistent. 


Commodity prices during 1958-60 remained at the 
lowest level for the last decade. Eleven of the main 
commodities were being quoted at considerably lower 
prices than in 1950. Despite this decline in prices, the 
total value of Latin American exports in 1959 was 22 
per cent more than in 1950. This gives an idea of the 
production effort made by Latin America to overcome 
that unfavorable development. The main effort was 
made between 1951 and 1957; thereafter the value of 
total sales abroad decreased slowly, except in 1960, 
when there was a slight recovery. Imports were cut in 
16 countries in 1958 and in 14 countries in 1959. 
Nevertheless, there were deficits on current account of 
$1,300 million in 1958 and $500 million in 1959, lead- 
ing to declines in reserves of $700 million and $100 
million, respectively. Imports increased in 1960, how- 
ever, reflecting, on the one hand, the gradual easing of 
the restrictions applied in 1958-59 and, on the other 
hand, the need to build up inventories and increase sup- 
plies of raw materials and capital equipment. 


The aims and scope of economic policies are re- 
stricted in Latin America by a series of factors. Among 
them are the persistence of institutional and structural 
weaknesses—lack of money and capital markets; the 
system of land tenure peculiar to the area; the un- 
favorable behavior of external markets; and even the 
very decisions taken by the competent authorities. 


Source: Economic Survey of Latin America, 1960 


(UN Document General E/CN.12/565), 
New York, N.Y., March 1, 1961. 


Central Reserve Bank of El Salvador 


By a decree of the Government of El Saivador, the 
Central Reserve Bank of El Salvador, hitherto a private 
institution, has been made a semiofficial entity. There 
will be seven directors, three being the Ministers of 
Agriculture, Economy, and Finance, and the other four 


representing agricultural, industrial, banking, and coffee 
interests. 


Source: The Journal of Commerce, New York, N.Y., 
April 27, 1961. 


Utilization of IADB Loan to Bolivia 


The Bolivian Development Corporation has an- 
nounced a program for the utilization of the $10 million 
loan granted to it by the Inter-American Development 
Bank (see this News Survey, Vol. XIII, p. 63). 


The principal object of the program is to end the 
present stagnation of the Bolivian economy by financing 
the execution of high-priority projects selected in con- 
sultation with the IADB mission. The criteria em- 
ployed in choosing these projects were their short-term 
productivity, ability to give rise to new opportunities for 
employment, contribution to improving the balance of 
payments, contribution to fiscal revenues, and ability to 
be executed rapidly. 


The following projects have been decided upon: (1) 
$1.7 million for agriculture, to include the establish- 
ment of tea and banana plantations, the improvement 
and expansion of livestock production, the improvement 
of milk production, and farm mechanization; (2) $1.6 
million to increase the productivity of medium-sized 
mines with proven ore reserves; (3) $1.1 million for 
the re-equipment of established industries and the estab- 
lishment of complementary industries; (4) $1.4 million 
for irrigation and drainage of agricultural lands in vari- 
ous parts of the country; (5) $1.6 million for a short- 
range program for increasing electrical energy, includ- 
ing the installation of mobile generators and the addi- 
tion of diesel generators to existing thermal plants; and 
(6) $2.6 million for miscellaneous projects, including 
yuca flour mills, Brazil nut processing plants, gum proc- 
essing plants, wood processing plants, and the improve- 
ment of existing sugar refining plants. 


Source: El Diario, La Paz, Bolivia, March 3, 1961. 


Peru's National Product 


According to preliminary figures, Peru’s gross na- 
tional product reached a record figure of S/. 53,400 
million in 1960. This was 7 per cent higher than in 
1959 and the largest increase since 1955. The greatest 
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growth was in mining, where the aggregate value of pro- 
duction rose by 31 per cent; manufacturing production 
rose by 7 per cent and agriculture by 4 per cent. 
Source: Banco Continental, Report on the Economic 
Situation of Peru, Lima, Peru, March 1961. 


New Argentine Minister of Economy 


[he Argentine Minister of Economy, Mr. Alvaro 
Alsogaray, has tendered his resignation at the request 
of President Frondizi. The Financial Counselor at the 
Argentine Embassy in Washington, Mr. Roberto Ale- 
mann, has been appointed as the new Minister of 
Economy. 


In a statement accepting the appointment, Mr. Ale- 
mann outlined his economic philosophy as follows: 
“The economic and monetary policy adopted by the 
Government [in 1958-59] . . . has conclusively proved 
that monetary stability is the basis of economic develop- 
ment and that it is wrong to assume any conflict between 
the two. Monetary stability . 
for the 


. has been the vehicle 
re-establishment of the credit standing of 
Argentina at home and abroad. The primary objectives 
of the Government will continue to be to defend this 
stability, to establish sound money definitively, and to 
fortify the credit of the country. . . . National develop- 
ment requires perseverance in the task of stimulating 
domestic savings, incorporating external savings into 
our productive process, and orienting public and private 
investments toward sectors whose basic capitalization 
has lagged. . . . Our motto will be to sustain monetary 
stability and to promote economic development. To 
achieve these goals, we shall not spare any efforts to 
eradicate the endemic disease of the national budget 
[deficit]. The unproductive expenditures will be re- 
duced, the remaining subsidies to certain public serv- 
ices will be gradually eliminated, and the public invest- 
ments will be programed toward those basic elements 
which would assure the integrated and sustained growth 
of the national economy.” 


Sources: La Nacién, Buenos Aires, Argentina, April 25 
and 26, 1961. 


Fund Transactions 


During March 1961, the equivalent of $35 million 
was drawn from the International Monetary Fund under 
stand-by arrangements. Chile drew the equivalent of 
$25 million, of which $15 million was in deutsche mark 
and $5 million each in French francs and Italian lire. 
Yugoslavia drew $6 million in deutsche mark and $4 
million in U.S. dollars. 


Repurchases during March totaled the equivalent of 
$47.1 million, of which $1.25 million was repaid by 
Honduras, $13.5 million by Indonesia, $0.4 million by 
Paraguay, $2.9 million by the Philippines, and $29 mil- 
lion by Spain. The currencies used were U.S. dollars 
($40.4 million) and Canadian dollars ($0.4 million); 
$6.35 million was repaid in gold. 


Summary Index 


IBRD: Loans to Thailand and Japan 

IDA: Plans for Work 

IMF: Repayment of Spanish Drawing 
Stand-By for Honduras 


Transactions, March 1961 
Gold: Sales by U.S.S.R 


Argentina: New Minister of Economy 

Bolivia: Utilization of IADB Loan 

El Salvador: Change in Status of Central Reserve Bank 

Germany, Federal Republic: Credit Measures 

Honduras: Stand-By with IMF 

India: Refinance Corporation’s Operations, 1960 

Iraq: Agricultural Production 

Japan: Loan from IBRD 

Laos: Budget, 1960-61 

Latin America: ECLA Economic Survey, 1960 

Netherlands: Reserve Requirements 

New Zealand: Government Loan Oversubscribed 

Norway: Investment Reserve Accounts 

Peru: Gross National Product 

Singapore: Development Plan 

Spain: Repayment to IMF 

Thailand: Loan from IBRD 

U.S.S.R.: Gold Sales 

U.A.R.: Economic Conditions 

United Kingdom: Budget, 1961-62 

United States: Production, Employment, and Income, 
March 1960 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
19th and H Streets, N.W. Washington 25, D.C. 








